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INTRODUCTION 

This  report  is  a  factual  presentation  of  state  assistance  to  local 
governments  in  response  to  Proposition  2  1/2.   It  is  designed  to  look 
beyond  the  stated  measure  of  local  aid  dollars.   For  the  fiscal  1980  - 
1986  year  period  covered  by  the  study,  an  examination  is  made  of  state 
aid  growth  and  the  commitment  of  state . resources ,  Boston's  local  aid 
distributions  and  requirements,  and  the  inherent  shortcomings  of  the  most 
significant  distribution  formulas. 

Part  I  is  a  review  of  the  growth  of  state  aid  to  all  cities  and 
towns.   It  compares  state  revenues  to  the  local  fiscal  landscape  for  a 
seven  year  period  keyed  to  the  imposition  of  Proposition  2  1/2  in  fiscal 
year  1982.   The  Commonwealth's  commitment  of  resources  to  local  aid  and 
the  contributing  facts  behind  the  local  aid  fund's  growth  are  also 
detailed. 

In  Part  II  Boston's  local  aid  is  viewed  in  the  identical  framework 
employed  in  Part  I  to  evaluate  local  aid  to  all  municipalities.   This 
consistent  approach  allows  the  reader  to  compare  state  aid  to  Boston  in 
an  equivalent  context. 
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Part  III  of  this  report  directly  addresses  the  relationship  of 
Boston  to  the  rest  of  the  Commonwealth.   Explored  are  the  City's  major 
contributions  to  the  state's  economy,  its  responsibilities  beyond  its 
borders,  and  the  Capital  City's  ability  to  support  basic  services. 

Part  IV  explains  the  importance  of  the  major  state  aid  distribution 
formulas  and  examines  the  impacts  and  validity  of  relying  on  a 
community's  "property  wealth"  as  a  means  for  distributing  state  aid. 
Highlighted  is  the  significant  impact  that  increased  equalized  valuations 
have  had  on  Boston's  Lottery  distribution. 

The  report  summarizes  major  facts  about  state  aid  in  an  easily 
understood  graphic  format.   The  data  presented  within  the  study  is  culled 
primarily  from  three  sources  -  the  House  No.l  Budget  Recommendations,  the 
Department  of  Revenue,  and  the  U.S.  Bureau  of  the  Census. 

The  purpose  of  this  study  is  to  present  the  major  issues  confronting 
state  aid  in  the  post-Proposition  2  1/2  era. 
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PART  I.   STATE  AID  AND  PROPOSITION  2  1/2 

Section  1.   The  Growth  of  Local  Aid 

Section  2.   The-  State's  Commitment 

Section  3.   The  Facts  Behind  the  Local  Aid  Fund  Growth 


SECTION  1.   THE  GROV7TH  OF  LOCAL  AID 


THE  GROWTH  OF  THE  LOCAL  AID  FUND 

State  aid  dollars  in  Massachusetts  have  grown  considerably  in  the 
years  since  the  enactment  of  Proposition  2  1/2.   The  Local  Aid  Fund  has 
increased  from  slightly  under  $1.6  billion  in  FY  80  to  $2.7  billion  in  FY 
86,  an  increase  of  70%. 

Given  the  sizeable  increases  in  state  aid,  the  prevalent  notion  is 
that  cities  and  towns  are  experiencing  sound  fiscal  health,  when  in  fact 
a  growing  number  of  communities  across  the  commonwealth  are  finding  it 
increasingly  difficult  to  provide  essential  local  services. 

This  misconception  exists  because  the  public  focus  has  centered  on 
increased  state  aid  dollars  only,  irrespective  of  the  actual  effect  of 
Proposition  2  1/2  on  local  revenues,  the  rapid  expansion  of  fixed 
expenditure  bases,  and  the  individual  service  requirements  of  our  351 
cities  and  towns. 
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THE     GROWTH     OF     THE     LOCAL     AID     FUND 
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SOURCE:   HOUSE  NO.   1  BUDGET  RECOMMENDATIONS 


ACTUAL  LOCAL  AID  FUND  GROWTH 

First,  when  comparing  spending  from  year  to  year,  the  amounts  should 
be  stated  in  actual  terms  or  constant  dollars  .   Constant  dollar 
analysis  is  universally  used  in  both  the  public  and  private  sectors  as  a 
devise  to  control  for  inflation,  so  that  the  value  of  the  dollar  can  be 
accurately  compared  over  time. 

When  viewed  in  this  context  the  increases  in  the  Local  Aid  Fund, 
while  still  visible,  do  not  appear  nearly  as  large.   In  the  period  since 
FY  80,  the  Local  Aid  Fund  has  increased  from  approximately  $1.6  billion 
to  $1.9  billion,  or  only  18%  in  actual  terms. 


^Constant  dollar  amounts  are  calculated  using  the  implicit  price 

deflator  for  the  state-local  component  of  GNP. 

Source:  Economic  Report  of  the  President,  February  1985 

Survey  of  Current  Business,  U.S.  Commerce  Department,  April  1985 


ACTUAL  LOCAL  AID  FUND  GROWTH 
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OURCE:   HOUSE  NO.   1  BUDGET  RECOMMENDATIONS 


MUNICIPAL  REVENUES,  LOCAL  AID,  AND  PROPOSITION  2  1/2 

Local  aid  can  not  be  discussed  without  first  considering  the  most 

important  event  in  the  history  of  local  finance  in  the  commonwealth  - 

Proposition  2  1/2.   It  is  a  widely  held  precept  that  increased  amounts  of 

state  aid  have  replaced  much  if  not  all  of  the  local  tax  revenues  lost 

due  to  the  enactment  of  Proposition  2  1/2. 

This  is  clearly  not  the  case.   Since  FY  80,  municipal  revenues,  even 

with  additional  state  aid,  have  decreased  by  over  $600  million,  or  14%  in 

actual  terms. 
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MUNICIPAL  REVENUES.   LOCAL  AID. 
AND  PROPOSITION  2  1/2 

(MILLION'S  OF.  CONSTANT  $) 
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SOURCE:   HOUSE  NO.  1  BUDGET  RECOMMENDATIONS. 
DEPARTMENT  OF  REVENUE 


STATE  TAX  REVENUES  VS.  MUNICIPAL  REVENUES 

The  financial  resources  available  to  local  governments  lie  in  stark 

contrast  to  the  availability  of  revenues  to  state  government.   While 

2 
municipal  revenues   (dotted  line)  have  declined  substantially  since  FY 

80,  state  tax  revenues  (solid  line)  have  increased  by  nearly  $900 

million,  or  23%  in  actual  terms. 


^Municipal  revenues  include  property  and  motor  vehicles  excise  taxes 
plus  local  aid  receipts. 
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SOURCE:  HOUSE  NO.  1  BUDGET  RECOMMENDATIONS. 
DEPARTMENT  OF  REVENUE 


SECTION  2.   THE  STATE'S  COMMITMENT 


THE  STATE'S  COMMITMENT  TO  LOCAL  AID 

The  level  of  local  aid  funding  as  a  percentage  of  state  tax  revenues 
is  an  important  measure  of  the  Commonwealth's  commitment  to  municipal 
government . 

When  Local  Aid  Fund  expenditures  are  expressed  as  a  percentage  of 
total  state  tax  revenues  (solid  line) ,  the  data  reveals  that  the 
commitment  of  the  Commonwealth's  tax  resources  to  state  aid  has  slightly 
decreased.    When  Local  Aid  Fund  expenditures  are  expressed  as  a 
percentage  of  all  state  revenues  for  the  same  time  period  (dotted  line) , 
only  a  slight  increase  is  observed. 

This  analysis  clearly  demonstrates  that  the  State  has  not  markedly 
increased  its  local  aid  effort  in  the  years  since  Proposition  2  1/2. 
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THE    STATE'S    COMMITMENT    TO    LOCAL    AID 


LOCAL  AID  FUND  AS  A  X  OF 
STATE  TAXES  AND  TOTAL  REVENUE 
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SECTION  3.   THE  FACTS  BEHIND  THE  LOCAL  AID  FUND  GROWTH 


THE  SUCCESS  OF  THE  LOTTERY 

It  has  been  demonstrated  that  local  aid's  component  share  of  total 
state  revenue  has  not  markedly  grown  in  recent  years.   So,  where  have  the 
new  local  aid  dollars  come  from? 

First,  state  lottery  revenues  committed  to  local  aid  have  more  than 
tripled  since  FY  80,  from  just  over  $53  million  in  FY  80  to  a  projected 
$175  million  for  FY  86. 

The  State  Lottery  Commission  deserves  a  great  deal  of  credit  for  the 
lottery's  recent  success.   However,  it  must  be  pointed  out  that  a  portion 
of  the  lottery  revenue  is  required  by  law  to  be  directly  paid  over  to  the 
local  aid  fund.   Thus  any  increase  in  lottery  revenues  devoted  to  local 
aid  are  not  reflective  of  any  new  commitment  of  state  financial  resources. 
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IURCE:   DEPARTMENT  OF  REVENUE 


THE  STATE'S  BOOMING  ECONOMY 

The  major  factor  contributing  to  the  increase  in  state  aid  dollars  is 
the  extraordinary  performance  of  the  state's  economy.   Since  state  tax 
revenues  are  highly  sensitive  to  the  level  of  economic  activity,  tax 
revenues  have  also  increased  dramatically. 

While  state  government  deserves  some  credit  for  the  resurgence  of  the 
Massachusetts  economy,  municipal  government  is  certainly  at  least  an 
equal  partner  in  this  regard. 

The  success  of  the  Massachusetts  economy  has  resulted  in  a  781 
increase  (over  $3  billion)  in  tax  revenues  from  FY  80  to  86.   This  growth 
in  revenue,  specifically  from  income,  corporate,  and  sales  taxes,  has. 
increased  local  aid  dollars  without  a  concomitant  increase  in  the 
percentage  level  of  local  aid  funding. 
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THE     STATE'S     BOOMING     ECONOMY 
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PART  II.   BOSTON'S  STATE  AID  AND  PROPOSITION  2  1/2 


Section  1.   The  Impact  of  State  Aid  to  Boston 


-20- 


SECTION  1.   THE  IMPACT  OF  STATE  AID  TO  BOSTON 


THE  INCREASED  ROLE  OF  STATE  AID  TO  BOSTON 

State  aid  has  become  an  increasingly  important  component  in  Boston's 
revenue  structure. 

Comparing  state  aid  and  Boston's  tax  revenues  from  FY  80  -  86,  it 
becomes  apparent  that  state  aid  now  parallels  local  tax  revenue  in  terms 
of  gross  revenue.   State  aid  currently  accounts  for  over  one-third  of 
total  city  revenues. 
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THE     INCREASED     ROLE     OE     STATE     AID     TO     BOSTON 


BOSTON  TAX  REVENUES  VS.  STATE  AID 
(MILLIONS  OF  $) 
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SOURCE:   DEPARTMENT  OF  REVENUE. 
CITY  OF  BOSTON 


THE  GROWTH  OF  BOSTON'S  STATE  AID 

Boston's  state  aid  has  increased  substantially  over  the  past  six 
years,  from  slightly  under  $200  million  in  FY  80  to  $381.1  million  in  FY 
86. 

However,  analogous  to  the  study  of  state-wide  local  aid  distributions 
(page  6),  Boston's  state  aid  dollars  can  not  be  considered  independent  of 
the  effects  of  Proposition  2  1/2  on  the  city's  total  revenue  picture. 
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THE  GROWTH  OF  BOSTON ' S  STATE  AID 
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SOURCE:   DEPARTMENT  OF  REVENUE 


ACTUAL  GROWTH  OF  BOSTON'S  STATE  AID 

When  stated  in  constant  dollars  (to  control  for  inflation),  Boston's 
state  aid  growth  appears  considerably  less  dramatic,  increasing  from 
slightly  under  $200  million  in  FY  80  to  just  over  $260  million  in  FY  86. 
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ACTUAL     GROWTH     OF     BOSTON'S     STATE     AID 


(MILLIONS  OF  CONSTANT  $) 
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BOSTON'S  TAX  REVENUES,  STATE  AID,  AND  PROPOSITION  2  1/2 

When  viewed  from  a  Proposition  2  1/2  perspective,  the  inadequacies  of 

Boston's  state  aid  increases  are  clearly  demonstrated. 

Since  FY  80,  Boston's  two  major  revenue  sources,  local  tax  revenues 

and  state  aid,  have  declined  by  nearly  $100  million  in  real  terms,  from 

$620  million  in  FY  80  to  just  slightly  over  $520  million  in  FY  86. 
It  is  clear  that  increases  in  state  aid  have  not  replaced  the 

resultant  revenue  losses  caused  by  Proposition  2  1/2. 
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BOSTON'S  TAX  REVENUES,   STATE  AID. 
AND  PROPOSITION  2  1/2 
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PART  III.   BOSTON'S  ROLE  IN  THE  COMMONWEALTH 
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Section  3.   Boston's  Ability  to  Provide  Public  Services 
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SECTION  1.   THE  IMPORTANCE  OF  THE  BOSTON  ECONOMY 


BOSTON'S  CONTRIBUTION  TO  THE  STATE  ECONOMY 

Boston  is  the  economic  center  of  Massachusetts  as  well  as  the  entire 
New  England  region. 

In  1984,  over  21%  of  the  total  value  of  goods  and  services  produced 
within  the  Commonwealth  was  generated  in  Boston. 
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'BOSTON'S  CONTRIBUTION  TO  THE  STATE  ECONOMY 
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BOSTON  AS  A  CENTER  OF  EMPLOYMENT 

Boston  is  also  a  major  source  of  employment  for  the  Commonwealth. 

In  1983,  over  19.3%  of  the  total  employment  in  Massachusetts  was 
located  in  Boston. 
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BOSTON  AS  A  CENTER  OF  EMPLOYMENT 
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BOSTON  GENERATES  STATE  TAXES 

Because  of  its  vibrant  economy,  Boston  annually  generates  voluminous 
amounts  of  state  tax  revenues. 

It  is  estimated  that  in  FY  85,  Boston  produced  over  $1.2  billion  in 
tax  revenues  for  the  Commonwealth  -  almost  one-fifth  of  all  state  taxes. 
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BOSTON  GENERATES  STATE  TAXES 
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SECTION  2.   BOSTON  AS  A  REGIONAL  CENTER 


BOSTON  SERVICES  THE  REGION 

Boston  currently  receives  its  state  aid  dollars  on  the  basis  of  a 
full-time  resident  population  of  562,994. 

However,  on  an  average  day  in  Boston,  the  number  of  people  the  city 
services  doubles  to  over  1  million.   The  city  supports  over  300,000 
non-residents  who  commute  to  Boston,  nearly  150,000  students  enrolled  in 
institutions  of  higher  education,  and  over  70,000  persons  visiting  the 
city  as  tourists,  shoppers,  and  business  visitors. 
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BOSTON     SERVICES     THE     REGION 
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BOSTON  REDEVELOPMENT  AUTHORITY 


WHO  WORKS  IN  BOSTON 

Boston  provides  a  direct  source  of  employment  and  income  for  an  area 
which  extends  far  beyond  its  borders. 

Nearly  591  of  Boston's  workforce  is  made  up  of  non-residents.   Every 
day  Boston  is  responsible  for  providing  city  services  to  these  people, 
yet  it  receives  no  direct  tax  revenue  in  return. 
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WHO  WORKS  IN  BOSTON 
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THE  CENTER  OF  HIGHER  EDUCATION 

Boston's  academic  institutions  educate  over  27%  of  the  Commonwealth's 
college  and  university  students. 

Boston  is  responsible  for  providing  essential  city  services  to  the 
colleges  and  universities  within  its  borders,  yet  it  does  not  receive 
just  compensation  for  supporting  these  tax-exempt  institutions. 
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THE  CENTER  OF  HIGHER  EDUCATION 

%  SHARE  OF  THE  COMMONWEALTH'S  COLLEGE 
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SOURCE:  STATE  BOARD  OF  EDUCATION 


PROVIDING  FOR  THE  POOR 

Boston  provides  critical  public  services  to  a  disproportionate  number 
of  economically  disadvantaged  residents  of  the  Commonwealth. 

Over  20%  of  Boston's  residents  fall  below  the  federal  poverty  line  - 
more  than  twice  the  state-wide  percentage. 
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PROVIDING  FOR  THE  POOR 
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MASSACHUSETTS 


SECTION  3.   BOSTON'S  ABILITY  TO  PROVIDE  PUBLIC  SERVICES 


THE  WEALTH  OF  BOSTON'S  RESIDENTS 

By  virtually  any  measure  of  earned  income,  Boston  residents  rank 
substantially  below  the  state-wide  average.   For  example,  the  median 
household  income  in  Boston  of  $12,532  places  it  considerably  below  the 
Massachusetts  average  of  $17,575,  and  still  further  below  many  of  the 
more  affluent  communities  in  Massachusetts. 

Given  these  income  characteristics,  it  is  unrealistic  if  not 
impossible  for  the  residents  of  Boston  to  shoulder  the  entire  burden  of 
supporting  an  adequate  level  of  public  service  for  a  regional  center  such 
as  Boston. 
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THE    WEALTH     OF    BOSTON'S     RESIDENTS 
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THE  CAPITAL  CITY'S  REDUCED  TAX  BASE 

Boston's  ability  to  raise  revenues  is  restricted  by  the  high 
concentration  of  tax-exempt  property  in  the  city.   Over  52%  of  Boston's 
land  area  is  exempt  from  property  taxation,  with  the  single  largest  owner 
of  property  being  the  Commonwealth  itself. 

While  Boston  is  proud  to  be  the  host  of  many  of  these  fine  tax-exempt 
institutions,  at  the  same  time  it  is  inordinately  burdened  by  the 
revenues  lost  due  to  the  exempt  status  of  these  properties  as  well  as  the 
cost  of  providing  city  services  to  them. 
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THE  CAPITAL  CITY'S  REDUCED  TAX  BASE 

OWNERSHIP  BY  AREA 


BOSTON  (17. 2X) 


IT  (10. BX) 


UNITED  STATES  !.9X) 


TAXABLE   (47. 9X) 


- "COMMONWEALTH    (23.2X1 


SOURCE:    CITY  OF  BOSTON 


PART  IV.   THE  INHERENT  INEQUITITES  IN  STATE  AID  DISTRIBUTIONS 

Section  1.   How  State  Aid  is  Distributed 
Section  2.   Property  as  a  Measure  of  Wealth 
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SECTION  1.   HOW  STATE  AID  IS  DISTRIBUTED 


IMPORTANCE  OF  THE  TWO  MAJOR  STATE  AID  FORMULAS 

Each  year,  local  officials  are  notified  of  their  local  aid 
distributions  via  the  Cherry  Sheets.   The  Cherry  Sheet  reports  the 
estimated  amount  of  state  aid  communities  will  receive  for  individual 
line  item  reimbursement  programs  and  for  the  major  formula  determined 
amounts  . 

While  line  items  have  some  impact  on  a  communities  local  aid,  it  is 
the  two  major  aid  formulas,  the  Needs-based  Equalization  (which 
determines  Chapter  70  and  Additional  Assistance  amounts)  and  the  Lottery 
Formulas  that  are  of  the  greatest  significance.   In  FY  86,  82. 5%,  of  all 
cherry  sheet  receipts  were  distributed  through  these  formulas  alone. 


JThe  Cherry  Sheet  also  reports  the  charges  and  assessments  to  cities 
and  towns  for  services  performed  by  other  levels  of  government.   However, 
the  focus  of  this  report  is  revenue  sharing  between  state  and  local 
government . 
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IMPORTANCE  OF  THE  MAJOR  STATE  AID  FORMULAS 

X   OF  TOTAL  STATE  AID  DISTRIBUTIONS 
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SECTION  2.   PROPERTY  AS  A  MEASURE  OF  WEALTH 


INVERSE  RELATIONSHIP  BETWEEN  EQV  AND  AID  AMOUNTS 

While  each  of  the  two  major  formulas  rely  on  various  fiscal  and 
demographic  variables  to  determine  aid  amounts,  one  variable,  the 
equalized  valuation  or  EQV,  is  critical  to  each.   The  EQV  represents  the 
value  of  the  total  property  subject  to  local  taxation  in  a  municipality. 
The  EQV  serves  as  a  measure  of  community  wealth,  or  more  specifically,  a 
community's  ability  to  raise  the  revenues  necessary  to  provide  local 
services . 

Each  of  these  formulas  assumes  that  a  city  or  town  with  a  relatively 
high  EQV  should  require  less  state  assistance  to  fund  local  services  than 
a  city  or  town  with  a  relatively  low  EQV.   As  a  result,  there  exists  an 
inverse  relationship  between  a  municipality's  EQV  and  the  amount  of  aid 
that  a  community  receives  (i.e.  the  higher  a  city  or  town's  EQV,  the  less 
state  aid  it  receives) . 
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INVERSE  RELATIONSHIP  BETWEEN  EQV  AND  AID  AMOUNT 
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BOSTON'S  EQV  JUMP 

For  FY  86  and  FY  87,  the  EQV  determined  as  of  January  1,  1984  will  be 
utilized  in  the  formulas.   Due  to  rapidly  appreciating  property  values, 
the  EQV  of  Boston  has  risen  at  an  alarming  rate  in  comparison  to  other 
communities. 

Boston's  EQV  has  risen  from  $7.8  billion  in  1982  (the  value  that  was 
used  to  determine  FY  84  and  85  state  aid  distributions) ,  to  nearly  $14 
billion  in  1984,  a  whopping  79%.  increase.   For  the  same  time  period,  the 
average  increase  for  the  rest  of  the  commonwealth  was  a  more  moderate 
15X..4 


^State-wide  average  increase  after  removing  Boston. 
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BOSTON'S  EQV  JUMP 
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EQV'S  IMPACT  ON  BOSTON'S  FY  86  FORMULA  DISTRIBUTIONS 

The  rapid  rise  of  Boston's  EQV  relative  to  the  other  cities  and  towns 
in  the  commonwealth  significantly  reduced  Boston's  share  of  local  aid  in 
FY  86. 

In  order  to  illustrate  the  exact  magnitude  of  the  revenue  impact  the 
EQV  increase  had  on  Boston's  FY  86  state  aid,  the  1982  EQV  was 
substituted  in  the  formulas  used  in  the  FY  86  distributions.   These 
amounts  were  then  compared  to  the  actual  amounts  as  determined  by  the 
1984  EQV. 

This  demonstrates  that  Boston's  1984  EQV  increase  has  resulted  in 
Boston  receiving  over  $18  million  less  in  state  aid  in  FY  86  -  a  $10 
million  reduction  in  Boston's  Lottery  distribution,  and  a  nearly  $8 
million  reduction  in  Boston's  Chapter  70/Additional  Assistance  amounts  as 
determined  by  the  Needs-based  Equalization  Formula. 
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EQV"S     IMPACT     ON     BOSTON'S     FORMULA     D ISTR IBUT IO\  JS 
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THE  INEQUITY  OF  BOSTON'S  LOTTERY  DISTRIBUTION 

An  examination  of  Boston's  lottery  distribution  further  highlights 
the  inequities  created  by  Boston's  EQV  increase. 

In  FY  86,  state-wide  distributions  of  lottery  revenues  increased  by 
$44  million,  or  341.   However,  because  of  Boston's  EQV  jump,  the  city 
actually  received  $1.7  million,  or  10%  less  in  lottery  revenues. 

Furthermore,  Boston's  share  of  lottery  revenues  dropped  from  12. 8%  to 
only  8.6%  -  less  than  its  proportionate  population  share  of  the 
Commonwealth.   Given  the  prior  examples  regarding  Boston's  community 
wealth,  this  gross  inequity  refutes  the  intent  of  the  Lottery  Formula 
(which  was  designed  prior  to  Proposition  2  1/2)  to  distribute  revenues  in 
an  equalizing  manner. 
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THE  INEQUITY  OF  BOSTON'S  LOTTERY  DISTRIBUTION 


LOTTERY  FUND  INCREASE  VS.  BOSTON'S  DECREASE 
X  CHANGE  FROM  FY  85  TO  FY  85 
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THE  EQV'S  IRRELEVANCE  AS  A  MEASURE  OF  FISCAL  CAPACITY 

The  origins  of  "equalized"  value  are  rooted  in  Colonial  government 
and  have  been  increasingly  utilized  throughout  the  Commonwealth's  history 
as  a  major  distributive  revenue  sharing  mechanizm  between  state  and  local 
government.   In  the  wake  of  Proposition  2  1/2,  the  utilization  of  the  EQV 
as  a  measure  of  fiscal  capacity  must  be  undoubtably  re-examined. 

Proposition  2  1/2  has  both  reduced  property  taxes  and  restricted  the 
growth  in  the  tax  levy;  an  increase  in  property  wealth  is  no  longer  a 
reflection  of  a  community's  ability  to  raise  revenue.   While  Boston  fully 
taxes  its  property  to  the  maximum  level  allowed  under  Proposition  2  1/2, 
the  value  of  its  property  continues  to  appreciate  beyond  the  limit  its 
property  tax  revenues  are  permitted  to  grow. 

From  FY  80  to  86,  Boston's  EQV  increased  by  nearly  200%.   Yet,  during 
the  same  time  period,  Boston's  tax  levy  actually  decreased  by  12%. 
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EQV    AS    A    MEASURE    OF    FISCAL    CAPACITY 

BOSTON'S  EQV  VS.  PROPERTY  TAX  LEVY  GROWTH 
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THE  SHORTCOMING  OF  THE  EQV  AS  A  MEASURE  OF  COMMUNITY  WEALTH 

There  are  many  reasons  why  the  EQV  should  not  be  a  predominant 
measure  of  community  wealth.   In  order  to  demonstrate  this  point, 
Boston's  per  capita  EQV  was  plotted  against  a  more  relavent  measure  of 
community  wealth,  per  capita  personal  income. 

Since  1980,  Boston's  per  capita  EQV  has  increased  from  $9,000  to 
nearly  $25,000,  an  increase  of  174%.   During  the  same  time  period,  per 
capita  personal  income  increased  at  a  more  moderate  pace,  from  just  over 
$9,000  in  1980  to  $13,000  in  1984,  or  401  . 

Boston,  by  any  accurate  measure,  is  not  a  wealthy  community.   The  use 
of  the  EQV  as  the  primary  measure  of  community  wealth  does  not  reflect 
the  actual  economic  and  demographic  dimensions  of  Boston  and  many  other 
municipalities.   Unless  something  is  done  to  correct  this  imbalance, 
Boston  and  other  communities  that  appear  "property  rich"  will  continue  to 
be  treated  inequitably  in  terms  of  local  aid  distributions. 
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EQV  AS  A  MEASURE  OF  COMMUNITY  WEALTH 

PER  CAPITA  PERSONAL  INCOME  VS.  EQV  GROWTH 
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SUMMARY 

This  report  has  presented  many  facts  about  the  distributions  of 
state  aid  in  the  wake  of  Proposition  2  1/2. 

It  has  been  demonstrated  that  state  aid  to  cities  and  towns  has 
certainly  grown  since  fiscal  1980,  but  not  enough  to  offset  the  dramatic 
decreases  of  revenue  at  the  local  level  that  have  been  incurred  since 
fiscal  1982.   While  state  aid  dollars  have  increased,  they  have  done  so 
primarily  as  a  result  of  a  booming  state  economy  and  increased  lottery 
sales. 

In  Boston,  state  aid  now  represents  a  major  revenue  source, 
paralleling  the  property  tax  in  importance.   However,  these  new  dollars 
have  not  nearly  replaced  the  property  taxes  irretrievably  lost  as  a 
result  of  2  1/2. 

The  facts  show  that  Boston  is  a  major  contributor  to  the  state's 
economy  -  that  it  is  a  regional  center  providing  services  far  beyond  its 
borders.   Yet,  it  has  been  demonstrated  that  the  Capital  City  does  not 
equitably  share  in  the  wealth  that  it  provides.   Furthermore,  it  has 
limited  resources  to  adequately  provide  the  basic  services  for  which  it 
is  held  responsible. 
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Last,  we  have  seen  that  the  value  of  a  community's  taxable  property, 
its  EQV,  is  the  most  predominate  factor  in  the  major  aid  distribution 
formulas.   Due  to  the  confines  of  Proposition  2  1/2  however,  the  EQV  is 
no  longer  a  valid  measure  of  either  a  community's  wealth  or  its  ability 
to  raise  property  tax  revenues.   Therefore  the  overreliance  on  the  EQV 
for  equalizing  distributions  of  aid,  as  most  vividly  seen  in  the  Lottery 
formula,  will  yield  inequities. 
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